By ROBERT BRETZFELDER and HOWARD FRIEDENBERG

Sensitivity of Regional and State Nonfarm Wages and Salaries
to the National Business Cycle, 1980:1-1981:1II

A.N mrticle in the May 1920 Survey
oF CurkenT Business measured and
explained differences among regions
and among States in the change in
quarterly nonferm wage and salary
disbursements (payrolls) during
postwar national business cyeles prior
to 1980. Using data through the third
guarter of 1981, this article ypdates
the findinge in the May 1980 article.
During the five quartars of business
expansion from 198011 to
1951111, the mean gquarterly percent
change {at an annual rate) in non-
farm payrolls iIn the Nation was 10.1
percent, and during the one-quarter
raepesgion from 1980:] to 193411 the
mean quarterly percent change was
1.4 percent (alse at an annual ratel
The difference betweesn the two per-
cent changes—3.5 parcentage points—
is called the "eyclical swing.” (See
Techniral Note to the May 1330 arti-
cle.) The recassion is dated from a
peak in meal GNP in 19801 to &
trough in real GNP in 1980:11. The ax-
pansion §s dated from the trough to
1981 :H1, the last quarter of the three-

quarter platean in rexl GIF preced.
ing the sharp fourth-quarter decline.

Column 3 of table 1 shows the na-
tionel cyclical swing in nonfarm pay-
ralls by induetry. Durablés manufac-
turing (in particular, iron and steel,
lumber, and motor vehicles) and con-
Btruction (in particular, residentiall
had the largest cyclical swings, and
the finance group, State and local
gpovernment, Federal OGovernment,
and services had the smallest swings.
Column 4 shows the percent of total
nonfarm payrolls accounted for hy
cach industry—hereafter called the
“'wreight.” (The weights are from the
May 1980 article.)

Table 2 (column 3) shows the na-
tional cyelical swing in nonfarm pay-
rolls by region. The Greal Lakes and
Plaing reglons had the largest eyelical
swings, muinly beceuse of large
swings in durables manufacturing
and construction. The Roclky Moun
tain region had the smallest cyclical
swing, because of amall swings in
maost private nonfarm industries. In
both the 1980-El cycle and the six
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preceding postwar cycles combined
(1943-80), the cyelicel awing in non.
farm payrolls was above the national
average in the Great Lakes region
and below the national average in the
Bocky Mountain, Southwest, New
England, Mideast, and Far Wast re-
gions, In contrast, in the Plains
region, the cyclical swing was above
the averaga in the 1980-81 cycle and
below the average in ths kix preced-
ing cycles combined, and in the
Southeast, the cyclical swing was
below the average in the 1380-81
eycle and above the average in the =ix
preceding cyeles combined. Ddiscus-
gione of the cyclical swings in non-
farm payrolis in the 1980-81 cycle
and the factors that underlie them,
for each of the eight BEA regions,
follow. The regional swings are dis-
g’umd in deseending order (see table
).

In the Great Lakes region, the
above-average cyclical swing in non-
farm payrells was mainiy accounted
for by durables manufacturing. Both
the swing in durables mannfarturing
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Table 3.—Cyclical Swing in Nonfarm Payrolls, by Industry, 1980:1-1981:111, United Siates and BEA Regions
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More—The 10 major industries are ranked in descending order hy thelr cpelieal swings in the Nation icolumne 2-111, The regions are raonked in descerding order by the cyelical swing in Eotal

nenfnrm poyralls (column 11

and its weight were larger than in
any other region. Within durables

" manufacturing in the Great Lakes

region, iron and steel, and motor vehi-
cles had large weights and were
among the Nation's most cyclically
sensitive industries. Large swings in
construction, nondurables manufac-
turing, and the transportation group
also contributed to the region's large
all-industry swing. The cyclical swing
in nonfarm payrolls was above the

Cyclical Swing in Nonfarm Payrolls, 1980:1-1981: llI
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national average in each Great Lakes
State except Illinois (chart 5). The
swing ranged from 322 percentage
points in Michigan—ranking lst
among all States—to a negative swing
(that is, the mean quarterly percent
change was larger in the recession
than in the expansion) of 0.6 percent-
age point in Illinois—ranking 44th.

In the Plains region, the above-
average cyclical swing in nonfarm
payrolls was mainly accounted for by
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durables manufacturing, construction,
trade, and services. Swings in these
industries were large, in part because
of fluctuations in agricultural produc-
tion. The swing in durables manufac-
turing was mainly in the farm equip-
ment and motor vehicles industries
Swings in construction, trade, and
services were larger than in any other
region. The cyelical swing in nonfarm
payrolls was above or near the na-
tional average in four of the seven
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Plains States. The swing ranged from
18.9 percentage points in Minnesota—
ranking &th among all States—ito a
negative awing of 4.0 percentage
Egiur;ta in South Dakota—renking
In the Far West, the balow-nverage
cyclical swing in nonfarm payrolls re.
flected relatively amall swinge in du-
rables manufscturing and construe-
tion, and a negative swing in govern-
ment. Within durables manufactur-
ing, aircraft and defenze eguipment
had large weights (mainly in Wash-
ington and California) and were
among the leest cyclically sensitive
industries nationally. In contrast, the
lumber industry (mainly in Oregon)
had a large ewing due to weakness in
residential construction. The cyclical
swing in nonfarm payrolls was below
or near the national a in Wash-
ington and Californisa and ahove the
nations! average in Neveda and
{Oregon. The swing raoged from 19.0
percentage points in Nevada—rank-
ing 4th among all States—to a negia-
tive eyclical swing of 5.8 percentage
points in Washington—ranking 47Tth.
In the Mideast, the below-average
cyclical swing in nonfarm payrolls re-
flected a relatively small swing in du-
rablez memafacturing and negative
swings in the traneportation and fi-
nance groups and in government.
Within durables manufacturing, the
cyclically insensitive electrical equip-
ment and inatrowents industries had
larze weights in the Mideast. The cy-
clicel swing in nonfarm payrclls was
below or near the national average in
each Mideast State except Delawars.
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The swing ranged from 13.8 percent.
age points in Delaware—ranking 10th
among all States—to a negative cycli-
cal swing of 6.3 percentage pointe in
Marylend-—renking 48th. New York
City's economy was less sensitive to
the 15%80-31 cycle than to other recent
cycles because of strength in commer-
cial building construckion and trade.

In New England, the below-average
eyclical swing in nonfarm payrolls
was mainly actounted for by small
swings in durables manufacturing
and the transportation group and a
negative swing in State and local gov-
ernment. The swing {n durables man-
ufacturing in New England was
gmaller then in any other region
except the Rocky Mountain, and the
waight was well above the national
average. Within durables manufactur-
ing, the cvolically insensitive defanse
equipment and instruments industries
had large weight: in New England.
The cyclical swing in nonfarm pay-
rells was below or near the national
average in each New England State
except New Hampshire. The swing
ranged from 14.0 percentage points in
New Hampshire—ranking Tith among
all States—to 0.2 percentage point in
Maine—ranking 42nd.

In the Scuthwest, tha below-average
eyelical swing in nonfeem payrolls ra.
flected small swings in durables man-
ufacturing and mining and negative
gwings in nondurables manufacturing
and services. Within durablea manu-
facturing, the eyclically insensitive
aircraft and defensze equipment indus-
tries had large weights. The cyclical
awing in nonferm payrolls was below
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the national average in each South.
weat State except Oklshoma. The
swing ranged from 18.9 percentage
points in  Oklahema—ranking Sth
among all States—to 1.4 percentage
points in Arizona—ranking 39%h.

In the Southesst, the below-average
cyelical swing in nonfarm payrolls re-
flected relatively small swings in con-
gtruction, trade, nondurablesa mann-
facturing, the fransportation group,
and services. Within nondurables
manufacturing, apparel and food
processing hed large weights in the
region and emell swings nationally.
The cyclical swing in nonfarm pay-
rolls was below or near the national
average in T of the 12 Southeast
States, The swing ranged from 16.5
perceniage pointa in Arlksneas—rank-
ing 5th among all States—to a nega-
tive gwing of 0.1 percentage point in
Florida—ranking 43rd.

In the Rocky -Mountain region, the
bhelow-average cyclical swing in non-
farm payrolls reflected swings in du-
rablezs manufacturing and trade that
wera smaller than in any other region
gnd negative swings in mining, non-
durables manufacturing, and services.
Mining payrolls were countercyclical
because the exploration and produc-
tion of both petroleum end natural
gas and of coal were strong in the re-
cesgion. The cyelieal swing in non-
farm payrolls was helow or near the
national average in each Ruocky
Mountain State. The swing ranged
from 8.0 percentoage points in Utah—
ranking 24th among all States—to a
negative cyclical swing of 7.8 percent--
age peints in Montana—renking Bth.



